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Dear sir or kadam: 53 I

We have ¢.-:ridered xggg application for recognition of exemption from
Federal {::..ne tax under thLe provisions of Hection 501(c) (6) of the
‘nternal Revenue Coce of 1986 and its applicable Income Tax

#eq lations, Based on the available information, we have determined e
Liit you do not qualify for the reascns set forth. o B

The wav:.dence pr.sented .‘lsclosrd that the 6tqanlza:ion was 1ncbrporé£ed
on wnder the Genersl Non-profit C:.-paration Luaw of »

: . e W
0

The purpose f«r which the corporation was formed are as fcllows:
a. Tha primary business in which this corporation intends initially tn engage
is to promote and further the interests of GRS botter-dress
; inaustry by all proper and legitimate mathods,
' b. To coordinate mewbers for opening dates for seusonal showings, and to
organixn, promoie, put on, stage, hold shows, exhihits and conduct such
. ¢xhibits and programs of all kinds, chars~ter snd/ar description, and upon
i such terms and conditicns as may, from vime to “ime, ve determined
' drs.rable, proper, useful and,/or tencficial for the furtrerance cf the
objects and puvposes of the oiganization.
¢. To initiate, institute, ccnduct, carry on. promote or in any wanner aid
or assist in publicity campaigns for the furtherance and betterment of
the interests of the sambers and the promotior of ami=-able relations
between the members and ary other group »r the public at large.
To copnduct, maintain and c¢perate an ager 2y or burea: for the purpuse of .
advising, assisti:g, protectiag and prumoting the [ stroresty o. ity members,

: . .t
Tho infcrmati. submitted in your spplication Form 1024 indicates that your i
organization iv a cohesivy, cerper.ive trade group numbering from @ co@
betler priced rzady-to-wear frshion desiqus 8 who show their collections and
designs to retailers seasonally i: (NN ot y
These fasliion openings are held five tim~s a year. in February, April, August,
Septemoer and Ovemoer; each for a period of 4 to 5 days. ~ :
_These fashion shows are the crganizaticn’s primary activities.
. 'fhe organization reta’ns (NMNNERES 25 ~xecutive director on an hourly fee
L per hour) hasis plius expenser. The executive director is also the
‘ e°. R




secretary of the organization. The executive director works directly with ik
management in pre-arranging show dates and makes room arrangements ¥
for the organization’s members. He also coo}dinates, arranges for and has '
& printed an illustrated directory for each of the 5 fashion shows in addition

* to maintaining an accurate retailer mailing list.
The director determines each firm’s show fee based on projected expenses,
e which he then collects from cooperating members of the crgunization.

In your letter dated you stated the following:

a. As a cooperative trade group, your organization collezts “show fees” from
your members at the time that the fashion shows are reld at

b. Exhibitions/trade shows &re held fivge times a year in ﬂ
SR Overall, the shows are designed *o introduce retailers throuihout

rhe country t> the upscale fashion industry. By doing so,

*helps promote the overall fashion industry and manufacturers
of upscale garments, provides designers and

manufecturers theeye Ortunity to meet. Although orders for goods may be
taken, all primary sales activity occurs following the exhibit.
€. On your Forms 1120 for ihe prior years, advertising is your primary
expense., This advertising expense consists of “Retailer mailing list
preparation and maintenance”, “Directory/catalogue preparation for each
of the five fashion shows at » "Postage and mailing expenses”,
"Envelopes for Directories”, “Periodic advance msiling card
invitation to retailers”, “Monthly listing in a (NENMMMN periodical caiieu
» “Periodic publicity releases to publications*. PR
d. You state that “show fees” are btased on projectea expenses that are
contributed from cooperating members of your organization. These “show
fens” consists of “Periodic directory re-design”, “Advertising
"y “Artists services(illustrationrs) for Directory”, “Mailing list
corrections” anz “Printing c¢f Directories, Rdvance Carcs & Envelopes”.
Most of your uirectories and bocklets advertise members names and
business addresses.

In Your letter dated WM you stated the following:

Individual exhibiteors acz each have their own exhibit.
's primary purpose is to arrange the fashion

shows for the purpose of introducing designers to retailers gnd
manufacturers,

Your application Form 1024 stater that the organization’'s only source of
financial support consists of shcw fees based on projected expenses that
are contributed from cooperating *w=wbers at the fashion shows.

Section 501(c) (6) c¢f the Cide prauvid s for the exemption from Federal income
tax of business leagues not orjanizeu for profit, nc part of the net earnings
of which inures to the benefit of any private sharehclder cr individual.

-
: Sectiég 1.501(c) (6)-1 of the Income Tax Regulations cerines a business league
as an iggociation of persons having some common business interest, the purpose




‘of which is to promote~such common interest..Its activities should be
directed towards the improvement of business conditions in one or mcre lines.
of business as distinguished from the performance of particular services for L
individual persons, = . 7' T o0 i

In the following éifﬁaiions; exemptioxféas denied because the activities were
found to constitute the performance of particular services for individual members:

Revenue Ruling 58-224, 1958-1 C3242, states that an organization that operates
da trade show as its sole =r principal activity, orimarily for the purpose of
bringing buyers and sellers together is renderi. , particular services tou o
individual persons and is therefore not entitled to exemption from federal income tax
as an orgsnization described as & business league in section 501(c) (6) of the
Internal Revenue Code. : '

N r N
Men’s and Boys’ Apparel Club of Zlorida v. U.ited otates, 168 Ct. Cl.147 (1964),
held that “Fashicr 3hows” and “Market Weeks' <conducted by the taxpayer were not
merely incidental actiwvities, but constitute. a very substantial function which
was the orgenization’s principal and most important activity; and this important
sctivity was for the direct economic benefit of individuals rather than for the ¢
improvement of bugigess eonditions for the industry in g~neral. T TR
Mecordingly, this particular organization was not entitled to exemption from Federal
income tax s® an organization described as a business league in section 501(c) (6) of
the Internal Revenue Ccde. '

Your organization is like the corganizations described in Revenue Ruling §8-224,
C.B. 1958-1,242; &nd the court case “Hen's ani Boy’'s Apparel Club of Florid

V. United States, 168 Ct. Cl. 147 (1964). Your primary activity is to

conduct fashion shows tc promote the particular business interests of participating
des.gners. Your organization is a cchesive, cooperative trade group of fashion
desianers who show their colle-~ion and cesigns to retailers seasonally

in (D -: SR Your organization’s primary purpose is

to arrange fashion shows to fucilitate designer business contacts with retailers and
manufacturers. You alsc state that although orders for goods may be taker, all
primary sales activities occur Irilowing these fashion shcws.

All of your revenue 1s derived and expenses incurred frem the operation of fashiop
shows,

Accordingly, we conclud: that you do not meet the requirements for exempt status
ur.der Section 501(c)(6) ol the Code and propose to deny your request for exemption
under that section.

Consideration was given to whether you qualify for exemption under other
subsections of section 501(c) of the Code. However, we have concluded tpat
you do not qualify under another subsection.

As your organization has not established exemprion from Federal income
tax, it will be necessary for you to file an annual income tax return
‘on Form 1041 if ycu are e Trust, or Form 1120 if you are a corporation
or an unincorporated association. :




ith ouvr.proposed denial, please sign and
nclosed Form 6018, Consent: to Proposédedye;se
3 v i | ?'_j:':
. ha e . 4% , hisxp;oposed.de:erminacion.if you '
believe'it is incorreéc st, you should submit a written
appeal’ ther information to support your

giving the facts, law an

position ‘as explained n_the’ enclosed Publication 892, “Exempt - . ¢
‘Organizations Appea. Procedures for Unagreed Issues.” The appeal must
be submitted within'30'days from the date of this letter and must be:
signed by one of your principal'officé:s;v You may -request a hearing
with a member of the office of the Regional Director of Appeals when’
you file your appeal.| It a hearing is requested, you will be - ..
contacted to arrange a date for it. The hearing may bte held at the
Regional Office or, if you request, at any mutually convenient
: Pistrict Office. If you are to Be represented by someone who is not
(L one of your principal officers, he or she must file a proper power of

: attorney ¢ . otherwise qualify under our Conference and Practice £
Fequirements as set forth in Section €01.502 of the Statement of
Frocedural Rules. See Treasury Department Circular No. 230.

If we do not hear from you within the time specified, this'will'beco@ec,'
our final determination. ‘ v ¢

Sincerely,

N

Director, Exempt Organizations

Enclosures:
Fora €601d
Publication 692 .




